1977 HIGHLIGHTS 


— MACASSA GOLD PRODUCTION INCREASED 11 PERCENT. 


— TEGREN GOLD FIELDS LIMITED PURCHASED FROM TECK 
CORPORATION AND OAKDALE MINES LIMITED. 


— MINORITY INTEREST PURCHASED IN THE PRODUCING DUNVEGAN 
GAS UNIT IN ALBERTA. 


— STRIKE SETTLED AND PRODUCTION RESUMED AT MILTON 
LIMESTONE AGGREGATES DIVISION. 
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PRESIDENT’S REPORT 


Consolidated net income declined to 
$1,276,755 or 16¢ per share compared to 
$1,496,694 or 19¢ per share in 1976. The decline 
resulted from the closure of the Manitouwadge 
division, but was offset somewhat by increased 


gold production and increased prices for gold re- . 


ceived by the Macassa Division. Although pro- 
duction revenue was reduced from $14.2 million 
to $12.3 million, cash flow from consolidated 
operations increased from $1.73 million in 1976 
to $2.36 million in 1977. Consolidated working 
capital only decreased $1.06 million to $15.9 mil- 
lion in spite of a $1.9 million purchase of gas pro- 
duction and heavy expenditures for exploration 
and fixed assets. The value of the Company’s 
assets rose from $26.1 million to $28.2 million 
and consolidated retained earnings increased from 
$15.8 million to $17.1 million at the end of 1977. 


On 17th of March, 1977 the Manitouwadge 
Division, a copper, zinc, lead and silver mine, was 
closed because it had become uneconomic to con- 
tinue operations. The mine operated nearly 20 
years and produced metals having a gross value of 
$169,245,540. The Division sold $520,000 worth 
of assets during 1977 mostly to associated com- 
panies. The staff was reduced to 3 and a post- 
closure environmental programme in co-opera- 
tion with the Ontario Ministry of the Environ- 
ment was commenced. 


The Company owns houses and apartment 
blocks in Manitouwadge with an estimated mar- 
ket value of $1.0 million which will gradually be 
disposed of. Efforts in relocating employees, in 
conjunction with Canada Manpower were suc- 
cessful. 


In December, the Company purchased one half 
of a 1.0026 percent working interest in the Dun- 
vegan Gas Unit No. | for $1.89 million. This pro- 
ducing gas field is located in the Peace River area 
of Alberta and the gas is sold under long term take 
or pay contracts to Alberta and Southern Gas Co. 
Ltd. for delivery to customers in the United 
States. ; 


The Company has budgeted $1,250,000 for oil 
and gas exploration and development in Canada 
and the United States under the management of 
Mr. John Downing at the divisional office in Cal- 
gary. 

Tegren Gold Fields Limited was purchased 
from Teck Corporation Limited and Oakdale 
Mines Limited for $486,080 and 164,950 shares 
of Willroy treasury stock. Tegren owns a number 
of mining claims which comprise a substantial 
portion of the Macassa gold mine operation and 
was entitled to receive royalties from Willroy. 
The terms of this royalty were up for re- 
negotiation. With the conclusion of this purchase 
and termination of the Upper Canada Resources 
Agreement in 1976, management and ownership 


of the Macassa operation has been brought to 
Willroy, permitting long term development plans 
to proceed. Improvements in production and 
operating efficiencies are planned for this year 
and Mr. Harry Rutetzki has been appointed Vice- 
President and General Manager to put these pro- 
grams into effect. 


The 1978 outlook is for improved earnings 
from the Macassa Division mine due to improve- 
ment in the gold price being received. Exploration 
and development expenditures are budgeted at 
$420,000 which will be a record but other costs 
will be kept in line. 


The Company benefits from the sale of gold in 
Canadian dollars, which with its worsening 
relationship to the U.S. dollar, resulted in a 9 per- 
cent improvement in the gold price received for 
the year. A lack of international confidence in the 
U.S. currency resulted in an additional 22 percent 
increase during the year. 


Operations at Milton Limestone Aggregates 
Division continue to be subject to severe price 
competition and cyclical markets which are cur- 
rently soft. New management personnel were 
appointed in June: Mr. Paul Thomson was 
appointed Manager and Mr. Richard Margesson 
Assistant Manager. 


The company, by virtue of having spent 19.24 
percent or $1.90 million of the $9.88 million spent 
by Long Lac Mineral Exploration since its incor- 
poration in 1967, is entitled to share in Long Lac 
Mineral earnings in the percentage of its contri- 
bution at the time earnings are distributed. 


Long Lac Mineral Exploration Limited has 
concluded its most successful year to date with the 
transfer of two mineral deposit discoveries to the 
development phase of exploration. The report on 
Long Lac Mineral Exploration is included in 
these statements along with more detailed reports 
on our operations and results. 


Total exploration and development expendi- 
tures including Macassa, oil and gas exploration 
and funding of Willroy’s share of Long Lac Min- 
eral Exploration expenditures exclusive of devel- 
opment is budgeted at $1,790,000 for 1978. 


Mr. Frank A. Godfrey joined the organization 
in December as Vice-President, Mining, and 
brings extensive experience to the Company. 

On behalf of the Directors, I wish to express 
our appreciation to the Senior Staff and to the 
many dedicated employees whose efforts are 
responsible for the continued success of the 
Company. 


March 27, 1978 


PETER A. ALLEN, 
President 


REPORT ON OPERATIONS 


Macassa Division: \ 


agreements. Production levels increased during 1977 over 1976 and development footage was . 
substantially increased to 8,427 feet compared to 4,851 feet in 1976, which accounts for some of the : 
increased operating costs. 


1977 1976 % Change — a 
Tons milled ae 102,437 92,244 + 11.1% 
Tons: per calendar day’ #2..1...cichestan ce isbeteet ie 280 252 + 111% | 
Ounces produced, gold ca ee ae 55,674 50,008 + 114% © 
= SLIVER Chota ivicoulee soe eee ear ee 8,628 8,525 +. 12% 5% 
Ounces gold recovered: per, COM su iscsi ffs ienietesctetonye 0.542 0.542 aN ' 
Mall recovery: cos. ea Gee ees eens oe ec 96.33% 95.65% + 0.77 
Gross’ revenue. Sart ee oe cele Chea $8,947,438 $6,200,924 + 44.3% 
Average prices per 0z e a 
SOI A eer ut sna che oem mee $ 159.79 $ 122.89 + 30.0% 
my Silver (iii Ace eee een $ 499 $ 432) 71 
Total operating Costs sic n eh Peete, $7,767,293 $5,902,895 + 31.6% 
Operating cost: per ounce of. poldcci i $ 139.51 $ 118.64 + 17.6% 
Operating Profit osc a ac es Oe ge $ 1,180,145 $ 298,029 major ae 
Operating profit per ounce of gold ..........ecseeseeseeseeseees HoT 220 $ 5.96 major — 


Fixed: asset expenditures sani 050 une cu ee eta >. 97,232 $ 62,040 + 56. Te ‘ 


Ore Reserves 


1976 1977 oS 
Short Tons Oz.Gold/Ton Short Tons Oz Gold/ Ton, a 
Proven — Broken ....ssssscsssssssseseesseeee 12,030 0.604 9,169 0.562 ; 
+ Unbroken ioiauas ey 99,500 0.620 94,060 0.586 
Potals. 05 Ave ts See 111,530 0.618 103,229 0.584 
Probable” Reserves ¢.5e.ssssiensocssfeeioees 159,000 0.521 175,065 0.524 


NOTE: Proven and probable reserves should not be added together. 


Outlook 


Work is underway to carefully evaluate alternate mining methods with a view to increasing efficiency. . 
and continuing the upward trend of production through-put while controlling operating costs. 


Milton Limestone Aggregates Division ie 

The Company operates a rock quarry near the town of Milton, Ontario producing crushed and 
screened rock for the Toronto regional market. The business is highly competitive with the major 
competitors being Indusmin Limited and Dufferin Aggregates Limited. ma 


A strike which began on 7 July 1976 was settled on 13 April 1977 with the signing of an agreement _ 
with the United Cement and Gypsum Workers International Union which expires on 30 April 1978. 


The Company is presently evaluating detailed plans for modifications to the processing plant to — 
reduced operating costs and to ensure increased output of those products enjoying a strong demand. i 


Manitouwadge Division a 
The mine was officially closed on 17 March 1977 after almost 20 years of operation. A portion of the 
plant has been sold, dismantled and shipped to Long Lac Mineral Exploration’s Thompson Bousquet — 
project in Quebec. The Company has been unable to find buyers willing to pay what it considers 
reasonable prices for the 16 houses and 44 apartment units that it owns in the town of Manitouwadge. All — 
apartments are presently rented. Bs 


Production and Operating Statistics 


1976 1977 Lifetime Total 

(na EG el ela ola a 343,293 63,229 8,730,465 
Merrie per CalenGar Gay io... sseccesenesesensesessenseed 94] 832 1,217 
CS SE ee ge 3,557,740 1,213,002 145,711,577 
STUN SRGINSTE TeA COTE no Oe Oa 23,155,378 4,179,140 674,138,631 
sii yay lacbesssinsegebocdslaosessbesvdvesscdescepss 359,865 106,928 10,002,851 
UN ee lag ON ce eee dps baiWoeacucsdavancwanss : 522,028 114,272 24,074,558 
a seg lute yak oceoipncuecatl sons ceationees 638 69 20,243 
I Ng es Giese vig lacs au guveducvendneooeesessie. $6,422,838 $2,040,293 $169,606,496 
rie DEE LOT THULE o.oo oo nsec acacpascenseccezsus see $18.71 $27.98 $19.39 


1978 Plans ae 

The Company has submitted and has had plans approved by the Ontario Ministry of the 
Environment for plant site rehabilitation and reclamation of tailings at the Manitouwadge property. It is 
estimated that this work will cost in excess of $400,000 and will take several years. To date $65,879 has 
been spent. 


Norlartic Division ! 

The Norlartic property, located in northwestern Quebec, is optioned to Camflo Mines Limited on 
the basis of a 75%-25% split in profits (25% to Willroy). During 1977, Camflo advanced onto the Norlartic 
property and intersected some ore values which are still being explored. 


Legal: 

The Company has been notified by the Ontario Mine Assessor’s Department that the Company is 
liable for an additional $250,000 in mining taxes for 1974. Further information has been supplied to the 
government and they were advised that any such assessment would be contested. 


The Company was sued by Milton Brick Co. Limited for royalties on rock mined at the Milton 
_ Limestone Aggregates Division. Judgment at the trial level was awarded to Milton Brick. The Company 
provided a reserve of $97,711 to cover this judgment. The Company successfully appealed the case to the 
Appelate Division of the Supreme Court and the main action was dismissed with costs and the original 
judgment varied accordingly. In addition, Milton Quarries was awarded its counterclaim of $52,829 
together with costs on the counterclaim. Milton Brick has advised that they will apply for leave to appeal 
_ the decision to the Supreme Court of Canada. 


TAXATION AND GOVERNMENT TRANSFERS 


In the course of its day to day business, the Company pays considerable money to governments at all 
levels. 


1976 1977 

(2S NETS ST Cot tag NARS BERT PER ep UR SE vO mT $ 209,495 $ 79,664 
PO a a COMIC LAK se Se ne A ue ke Nae 91,667 515212 
SSPE SUH CSc OS" 8 eR SS AMEE ORS Usa REESE A UE Oe EDU 15,500 16,000 
UR FANN eo ea eye ey (halt Jaana aly eo pabassolya enone leoseatesse 54,500 280,000 
POMP aNe ee INFOWCLUY cic csc davaskcvocesvivs sey edaestederss sed scessaneebuciesceneusbeshonnase 150,700 161,000 
COTS ESS GS OUAISIL, ORS CSI SM ee AUG eR ns MM ee 61,900 66,000 

STE RTA Ne tN ee Nvaeonae colnet 67,000 46,000 
BO dM AC OIONSALIGE soc ceca csecekevsocoeeeduesase gees sdedecieusstunaageeseserviuenoses 640,000 616,000 


TE SSO URC SR OS Bs RAE IRE GR AIO SS RU Weg BE $1,290,762 $ 1,315,876 


the cost of exploration to date or $380,000 for a 
20% working interest in Long Lac Mineral’s 
interest. Long Lac Mineral welcomes E&B’s par- 
ticipation and plans to conduct further uranium 
exploration ventures with them. 


Western Canada 

An agreement in principle has been reached 
with Norex, an exploration subsidiary of Noranda 
Mines, to examine Long Lac Mineral’s holdings 
in the North West Territories. For an expenditure 
of some $220,000 Norex may earn a 51% interest 
in our Robb John Project. 


A continuing reconnaissance programme on a 
number of mineral claims in southern British 
Columbia has resulted in the discovery of a large 
area of anomalous uranium values. A programme 
will be conducted this coming year to investigate 
these anomalies. 


General 

Drilling programmes in the United States and 
Spain proved the mineralization on properties 
held in these countries to be low grade and erratic. 
Only a minimal amount of follow-up work will be 
conducted on the property in the U.S. 


Oil and Gas 

Long Lac Mineral purchased a 25% interest in 
a number of oil and gas leases in the Sylvan Lake 
area of Alberta, under a farmout agreement effec- 
tive September 27, 1977 with Renaissance 
Resources Ltd., as farmee and operator whereby 
Long Lac Mineral’s interest would be reduced to 
a 124% working interest upon payout or 
abandonment. 


Manufacturing 

Long Lac Mineral has acquired a controlling 
interest in Lamage Limited, North Bay, Ontario. 
Lamage is a high technology company producing 
a variety of diamond tools for the construction 
mining and manufacturing industries. 


Financing 

In March, 1978 Long Lac Mineral conclud- 
ed arrangements for a $4 million bank loan at 
prevailing interest rates as project financing for 
the Thompson Bousquet project. The Company’s 
shareholders have entered into completion guar- 
antees for the project. Repayment will be made in 
twelve equal quarterly installments commencing 
July 1979. This loan is secured by the assets and 
property comprising the Thompson Bousquet 
deposit and net proceeds from production will be 
used to retire the debt. 


Ownership 

It is management’s intention to distribute Long 
Lac Mineral’s earnings to the shareholder com- 
panies in proportion to the percentage breakdown _ 
of expenditures at the time of distribution. Becin- — 
ning in 1976, shares in Long Lac Mineral were — 
distributed to the participating companies in rec- 4 
ognition of Long Lac Mineral’s expenditures for iS 
assets, such as share purchases, that cannot be 
written off for tax purposes. The variation — 
between the share percentages held and the pee 4 
centage of funds contributed reflects the circum- — 
stances of the purchase of these non-depreciable — 5 
assets. If these assets are disposed of at a future — 
date or if dividends are paid, it is Management’s 
intention to distribute the net proceeds according — 
to the percentages of Long Lac Mineral shares — 
held at the time of disposal or payment. Current 4 
rates of contribution by the shareholder com- — 
panies reflect an adjustment made to reflect 
Lundor’s inability to continue its level of a 
pation after December 31, 1976. i 4 


Shareholder to 31 Dec. Mineral at Be, 
Company 1977* Shares Held Contant Bis; 
Lake Shore Mines, ees : a 
Limited 24.751% 25.621%  26.315% © 
Little Long Lac Gold : se 
Mines Limited 23.653%  20.497%  21.053% — 
Willroy Mines Be 
Limited 19.240%  20.497%  21.053% — 
Wright-Hargreaves sy 
Mines Limited 10.211% 10.248% 
East Malartic Mines 
Limited 10.211% 10.248% 
Malartic Gold Fields 10.211%  10.248% 
Lundor Mines 
Limited 1.724% 2.640% es: 
Total 100.000% 100.000% 100.000% — 


*For expenditures other than nondepreciable assets. 


Long Lac Mineral Exploration’s successful — 
results have been achieved following the for- “y 
mation in recent years of a capable and experi- — 
enced exploration team under the leadership of i 
Dennis G. Sheehan, Vice-President of the Com- ~ 
pany. His efforts and those of his staff are greatly — 
appreciated. They have helped to build the foun- ~ 
dation from which Long Lac Mineral Exploration x 
will be able to complete the traditional mining , 
cycle of exploration, finances. development and | 
production. ee 


March 27, 1978 
On behalf of the Board of Directors 


PETER A. ALLEN, 
President 


j : J f 
FINANCIAL DATA — LONG LAC MINERAL EXPLORATION LIMITED 


The following expenditures have been made since Long Lac Mineral Exploration was incorporated 
in 1967. 
1977 Lifetime Total 


APOE AACS AT OH Sues da up Ase ic esdcl ceca aba tek soececdaveaesestes $1,454,665 $4,946,153 
Mine Development ................... at Rs eed RNC orang et 964,781 1,427,306 
EGOS ee orbit rl gh cme an A ay el 2,032,516 3,194,628 
PICEA EEGDELtY. PULCHASES oi. sc. shidicateesktussceeslasecaccennees 288,060 308,968 
TOTAL 1G Aa CO NC a Pe GLa $4,740,022 $9,877,055 
ale Market Value 
PRINCIPAL INVESTMENTS ee . No. of Shares December 31, 1977 
BIMCESEACK IVIITICS) LAGS oe oes i veces sidderiladtiwoodsseosabserasons 2,675,525 $2,836,057 
Mulmonipson Bousquet Mines Ltd2...c...ssssceecnteeeendeceesees 1,328,617 1,860,064 
peer Cran MIMICS Ltd. ooo. ction cscswsentevesneveeens 2,395,027 143,702 


ig eo 1S SR AE URSA Bhs Vo ge a _ 236,591 


_ EXPLORATION FIELD OFFICES — 
~ LONG LAC MINERAL EXPLORATION LIMITED 
es 1680-1050 West Pender Street 
- Vancouver, B.C. V6C 3S7 
e Phone: (604) 685-0531 
- QUEBEC Box 1150 

-Malartic, Quebec JOY 1Z0 
Phone: (819) 757-3437 


Willroy Mines Limited 
(Incorporated under the laws of Ontarto) 


CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 31, 1977 


1976 


1977 
RENTAL ESS ORC 
Assets 
CURRENT ASSETS 
Cash‘and: shorttermGeposits a socio eeterastittse ts atauereniasmeerins $12,165,413 $: 8,584.10 
Settlements receivable and concentrates in transit ...........:.ceccee 1,358,855 _ 
Marketable securities, at cost less allowance for decline in market 
value 1977, $990,000; 1976, $1,700,000 (quoted market value if 
1977; $2,795,000; 1976, $6,383,000) 030 norco ei euietenedes 2,795,259 6,364,687 
Incomeé taxes recoverable. io k oath he Ae ncn a anor emis 212,674 82,673 
Accounts, accrued interest and other receivables ................c0:06 1,925,028 1,400,111 
Receivable from broker on security transactions ...............seee 1,918 211,702 
Receivable from associated COMPpaNies ................sscesseseeeenseeeeneeee 80,045 Hen 
Supplies and other assets, at cost less amounts written off ........ 957,292 1,245,065 
aes _18,137,629 _19,247,203 
OTHER INVESTMENTS (noterZ) Sinan case cose sn eeu 2,455,230 2,086,094 
FIXED ASSETS 
Working interest in petroleum property, at COST ............eeeeeeeee 1,908,900 A 
Mineral properties (note 3) nc eases se Sa ec Cocos ven ce Arse 2,970,872 25219,8500 0M 
Plant. and: equipment) icc essere enaueeataaiaueataumiuaewety eae 12,728,524 14,176,909 
17,608,296 16,456,764 
Less accumulated depreciation and depletion ..0........e ec eeeeeees 10,176,284 11,781,068 | 
__ 7,432,012 _ 4,675,696 
OTHER ASSETS 
Preproduction, exploration and development expenditures : 
Geferred sein i ia es Wye Ne ea ec 161,101 69,174 
Oi tts: oe | not meiner) MM nm Kay ely oh Mie uee ONAN URI CEO AYO Se os Mis 29,995 29,995 8 
191,096 99,169 
$28,215,967 $26,108,162 
Liabilities 
CURRENT LIABILITIES 
Accounts payable and accrued liabilities 20s. /ic. cue $ 1,945,037 $ 1,930,882. ))8 
Income taxes, payable Cae eee ee Nu acetal tang 21,656 
Mining taxes payable: cen W eso ces ites pee GUE ale 270,718 60,061 
Provision for’ shutdown expenses 2.) eae a 250,000 
Payments received on purchase of dwellings under agreements of 
C71 Go pI DA RRR ar aL RE DU Hing pet RR MNS aM SD UPSD ORAM ANG LAS Sethe 49,338 
2,237,411 2,290,281 
DEFERRED INCOME UA MES Coo lnetee cei aie lavervecaene 755,000 135,000. 
SHAREHOLDERS’ EQUITY 
Capital Stock (note 4) 
Authorized — 10,000,000 shares without par value | 
Issued — 7,869,342 shares (1976, 7,704,392 shares) ....... 7,272,380 7,008,460 
Contributed Surplus! visa iaa wick ceo aTe mteyee 847,832 847,832 
Retained Barings ccs lak vein gc cea aaa ariel i eae 17,103,344 15,826,589 
25,223,556 23,682,881 
$ 28,215,967 $26,108,162 


Contingent liabilities (note 5) 


Approved by the Board 
Director R. G. STANLEY, Jr. 
Director I. T. H. HAMILTON 


Willroy Mines Limited 


CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1977 


CUNO LOVENNG oi eee scccaleh lnk aredsceuetuavilernsescddedushetancansss 
_ Operating expenses 

MP NCHION EXPENSES fsa) cops eso gate eis ta ceie vaeaccdocsctcvgneoes  Uechvseceane 
MR PERC MING EX PCNSES fairs ctiseler soviet satrgel al eleecuscsseessecncaselapeedleatacee 
PreINStrative’ ANd: COPPOTate EXPENSES i221. o5.c.c cca. ovcecessoedeeuevenssees 
BM ANC er er scl siw cseses snwunces «do draetesdeteceacuccwacdariobas 


Operating profit before the undernoted items ........... eee eee 


Me CIAON ANG CEPlELiON, ius. cpcpssesecslencveossesues cle tleyeodpupededegsei'sccnesoueh 
RM OE OT AON 3 eo cy is oases cs so ancup cd cant onctgcenassetalesoudcdaleetndoacseeneee 


- Income before the undernoted items .....2sccccc.....0cceeseeeeeeeeeeeeees Beene 


Other income 
MERTON ICONIC iin faci ves evcdecccancuves acs sos c cave A Unssastodelasiooviee 
Re et el Wasa elenusuveccteaundes 
Me or eN eI, OL SCCHIITICS | oc cgy vec cak eters ecg sick iv salieis beds neeccsdosoucsatos 
re IATSCS WEITCC EN CHOWN foo pecccs sees asseeeckcacdness vcs poster es vdeavosvsacedoesse 
Reduction in allowance for decline in market value of marketable 
BEM eres a ede hniciiaN Maries tat ota tae ei Means Gite he cast plomateegacacecegs 


Income before income taxes and extraordinary items ..................4.. 


- Income taxes 
OME SIAL a Se ge) ERODE ORNS MRTONT SUD AUN aS ec RAT ald ROC NEO 
VEL NRE MOT as See sty Keen el te A SD RD Cara 


Ree IMG STOLE EXITAOTOINALY IETS ccs. eecees sostiecsseed cheepecedgusedadensucsoors 


_ Extraordinary items 


Meee ri male Ol EIKEG: ASSEES, faci ollie acs eassccguee sclueeushs aeapeecseeane 
Shutdown expenses including deferred income taxes of $110,000 
RmonasiOn LOL Ut eatiOn (MOLE D(A)) i220. cies ss ccueeetsecpessnseedeynetncass 


NCO ee 
_ RETAINED EARNINGS AT BEGINNING OF YEAR .......... 
RETAINED EARNINGS AT END OF YEAR........... tae ON 
EARNINGS PER SHARE 


Peoime: DeLOre CXtCAOTGINALy ILEMIS 6.1 sce yeckeaeebess tihgucs dese sted usenet 
OLSEN SEP eG SISSIES ACS 2 et MAL THEE on DME aie Any gts BIC PEO a 


1977 1976 
$ 12,269,013 $14,237,830 
10,201,613 12,143,316 

299,002 986,396 

375,180 342,319 

265,292 75,336 

11,141,087 13,547,367 
1,127,926 690,463 

459,367 403,880 

307,189 118,265 

766,556 522,145 

361,370 168,318 
1,114,261 966,339 

62,864 44,938 
(130,448) (284,840) 
(297,938) 

710,000 1,000,000 
1,458,739 1,726,437 
1,820,109 1,894,755 

130,876 301,162 

510,000 110,000 

640,876 411,162 
1,179,233 1,483,593 

283,120 156,896 

(181,803) (140,000) 
(3,795) (3,795) 
97,522 13,101 

1,276,755 1,496,694 
15,826,589 14,329,895 
$17,103,344 $15,826,589 
15¢ 19¢ 

16¢ 19¢ 


Willroy Mines Limited 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1977 


WORKING CAPITAL DERIVED FROM 


1977 


$ 1,730,328 


Operations cer uO Se Soa Al ees ace roa wae amiC te $ 2,361,933 
Proceeds on sale of shares in other COMPAaMi€S ............-.eeesenseereees 5,649 26,439 
Issue: Of Capital: StOCK (iyiccos cant danse eranaa tem eects ye pasate: 263,920 12,600 — 
Proceeds: on salevof fixed assets iis ee ee. ee ee 526,618 203,885 | 
Advance to associated company converted to shares .................. 254,836 
Other: tems tees uk Soe eee ae a ee ee Win ip velar 10,836 
3,412,956 1,984,088 — 
WORKING CAPITAL APPLIED TO 
Re-classification of marketable security as other investment ..... 315,01 5a8 
Investment in subsidiary company (less working capital acquired 
OL SAL O52) cee ONL SS Cac coe ecard 708,948 
Iivestment:in Other companies Wii cock eA iinet: sia nas omaeuan 9,673 
Purchasevof fixed assets) vse ccpsnsdeia ck eneuucae Ge re banernenenen ass aman 714,037 171,086 | 
Purchase of shares in associated COMPANY ..........cscsseeeeeeeeeeeveeees 254,836 if 
Provision for, Litipations 8 akon weave soe as Laine a ene 3,795 3,195 
Purchase of working interest in petroleum property ................-- 1,908,900 y 
Advances to associated Company 20 Nien eee eee 642,404 124,871 
Exploration and development expenditures deferred ................. 227,067 a 
4,469,660 615,528 
INCREASE (DECREASE) IN WORKING CAPITAL ............... (1,056,704) 1,368,561 
WORKING CAPITAL AT BEGINNING OF YEAR ................ 16,956,922 15,588,361 | 
WORKING CAPIVAL AT (END OF YEAR 2.005, 2g $ 15,900,218 


$16,956,922 


AUDITORS’ REPORT 


To the Shareholders of 
Willroy Mines Limited 


We have examined the consolidated balance sheet of Willroy Mines Limited as at December 31, 1977 and the 
consolidated statements of income and retained earnings and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as at a 
December 31, 1977 and the results of its operations and the changes in its financial position for the year then ended in — 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding 

year. 


THORNE RIDDELL & CO., 
Chartered Accountants 


Toronto, Canada 
February 9, 1978 


Willroy Mines Limited 


- NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1977 


1. ACCOUNTING POLICIES 

| a) Basis of presentation 
On October 1, 1977, Willroy Mines Limited purchased 100% of the outstanding common and 
preferred shares of Tegren Goldfields Limited (Tegren), a non-producing mining company. 
This transaction was accounted for by the purchase method. 
Net assets acquired, at assigned values 


Total assets (including current assets Of $64,508) ..........c:cscescscessessescesseseees $773,456 
Weis avtlitios Wall Current) ci. oo eee a ed 23,456 
$750,000 

Consideration 
SES TE SLUGS OUR BIG VB Ge AUER A Ties BOL Pe via ene Deas MONN Re in PINON Re $486,080 
Bi 90, Sates OG MIL OV) nest suet ts hp ds asa et liu Lad dchacescpadedcsetiesaldch det 263,920 
$750,000 


The year-end of Tegren is September 30, 1977 and the accounts have been consolidated with 
Willroy as at that date. 
 (b) Marketable securities 
Marketable securities are recorded at cost less an allowance for decline in market value which is 
adjusted annually at each year end. 
(c) Other investments 
Investments in listed associated companies are recorded at cost. Investments in other associated 
companies are recorded at cost reduced by any permanent impairment. 
Other investments are those which the company considers to be long term in nature. e. They are 
recorded at cost reduced by any permanent impairment. 
(d) Fixed assets 
(i) Mineral properties 
Mineral properties are recorded at cost. When the properties are considered to be permanently 
uneconomical they are written off. 
(11) Plant and equipment 
All plant and equipment are stated\at cost. Depreciation is provided on both the straight-line 
and declining balance bases at rates from 10% to 25% annually. 
During 1977, the operations of the company’s sand and gravel division were halted. 
Depreciation of approximately $110,000 was not recorded on equipment that was not in use. 


¥ 
ce 
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(e) Exploration and development expenditures 

Exploration and development expenditures related to producing mining operations are written 
off as incurred. Stripping expenditures related to the sand and gravel operations are deferred 
and written off based on current production related to reserves. Exploration and development 
expenditures are deferred on certain specific projects conducted by a joint exploration company 
of which Willroy Mines Limited is a participant. Willroy’s portion of the expenditures on these 
projects will be deferred until such time as they commence production or are considered to be 
permanently uneconomical. When a project is considered to be permanently uneconomical, the 
related deferred expenditures are written off. All other outside exploration is written off as 
incurred. 


_ 2. OTHER INVESTMENTS 


1977 1976 

Associated companies 

Listed shares (quoted market value 1977, $143,000; 1976, 

AE 14) ROME AGT ® ES) i RARE airy 8 Sy DERN Cae SERS eae Rea EEE $ 131,661 $ 131,661 

ROT SALES Lee eee Cee cay Ooaue 279,837 25,002 

a She Vere, BINION s - Se SU de SOB IE ce Or VU arr asa aA BW Re 642,404 254,836 
Other shares 

Listed (quoted market value 1977, $711,000; 1976, $807,000) 929,336 1,221,833 

UD a8 us <a) MC RL ST Sa)? ie RN ae PRS TL aL 5 eC an REO Ma Ea ee 471,992 452,762 


$2,455,230 $ 2,086,094 


3. MINERAL PROPERTIES 
The company granted to another mining company the right to do exploration and development 
work on its mining claims in the Renabie area and to bring the property into commercial 
production. The cash generated from production will be applied against production costs and 
repayment of costs incurred by the other mining company on the property. After the repayment 
of these expenditures Willroy will get 50% of the cash flow as defined in the agreement. 
Although the agreement is still in effect, the optionee ceased operations on the property in | 
1976. 


4, CAPITAL STOCK 
As part of the purchase consideration in the acquisition of Tegren Goldfields Limited, the 
company issued 164,950 shares of capital stock for $263,920 (see note 1(a)). 


5. CONTINGENT LIABILITIES : i 
(a) An action by Milton Brick Co. Limited has been heard in the Supreme Court of Ontario 
essentially for possession of certain lands leased by it to the company and for a declaration that 
certain royalties and damages are due to it by the company. In 1974 a judgment was rendered — 
against the company in the amount of $63,250 plus $23,076 accrued interest. The company has — 

already provided $97,711 for this contingency and has appealed this judgment (see note 8). . 


(b) Fixed assets totalling approximately $250,000 were acquired during the period the management _ 
agreement with Upper Canada Resources Limited was in effect. Under the terms of this — 
agreement, if, as and when these assets are sold, one-half of the proceeds of disposal are to be — 
distributed to Upper Canada Resources Limited. The management agreement with Upper 
Canada Resources Limited dated October 19, 1970 was terminated on August 20, 1976. 


(c) The company expects to incur certain environmental control expenses related to mining ~ 
operations. Management estimates that these expenses to be incurred over the next five years — 
could be $400,000. These costs will be expensed as incurred and no provision has been madein _ 
the 1977 financial statements for them. 1 


6. ANTI-INFLATION LEGISLATION ; 
The company is subject to the regulations of the Anti-Inflation Act (Canada) which became — 
effective October 14, 1975. This Act imposes restrictions on revenues, compensation to — 
employees and payment of dividends to shareholders. In the opinion of management, the Act — 


will not have a material effect, if any, on the net income of the company for the year ended © 
December 31, 1977. 


7. OPERATIONS 
During the year, the company discontinued operations at its Manitouwadge division. : 
Operations at the company’s Milton Limestone Aggregates division resumed on April 14, 1977. © 


8. SUBSEQUENT EVENT 
Subsequent to the date of the balance sheet the company was successful in its appeal in its ~ 
litigation with Milton Brick Co. Limited (note 5(a)). Subject to appeal of this judgment by 
Milton Brick Co. Limited, this will result in a reversal of a provision in the company’s accounts 


of $97,711. In addition, the company has been awarded all costs incurred plus its counterclaim 
of $52,829. 


9. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The remuneration for the year of directors and senior officers as defined by The Business | 
Corporations Act was as follows: 


1977 1976 
Directorsiand Officers is a ee Ee a at a $ 60,441 $ 58,146 
Mine employees (including severance pay of $51,775 in 
LOPAP eR A ake teed NGOS MS RB GR Laer eR Ray as 163,424 125,560 


$ 223,865 $ 183,706 


ae 


CORPORATE DONATIONS: 
In 1977, Willroy Mines Limited made charitable donations totalling $4,920.00. 


1977 1978 
SHAREHOLDERS: (as at Mar. 25/77) (as at Feb. 20/78) 
MME SEAVES OUISEATIGING .225-..s0..c.-cceesesseconsesccocecvcsseceecsacsaceeces 7,704,392 7,869,342 
% of shares held NCCES Va TE nm eles A 90.33% 91.96% 
a) RS O17 a A eS Rc OE 9.49% 7.93% 
Bee ER OR cts teense Soe ca deve ouesnandndiececdasdnesede 0.18% 0.11% 
Berar starenolders — Canadian ................cscsssssccssssscovsesecosseneres 2,056 1,973 
DISSE la 1 DSW oie ee Sd Sea oe 1.579 1,517 
SMMC Ee i So8 iy aoa daiouah sustaseedeechdowekcc 34 34 
SOE Oia SE Sania i a 3,669 3,524 


MANAGEMENT COMMENT ON FINANCIAL ACCOUNTING 


The current cost of replacing mills and plants far exceeds the book value shown and with ongoing 
inflation depreciation is insufficient to cover replacement costs. 


5 YEAR COMPARISON SUMMARY OF RESULTS (Unaudited) 


THOUSANDS OF DOLLARS 
La aN UN A NI IS ON ET UL ADM TR ae ITS AOE NIRS OR MER eT 
1973 1974 1975 1976 1977 
BOMICHIOT REVENUE ................0scceceeccssessescsreceocess 14,589 16,658 15,831 14,238 12,269 
OG occ nss05.ncsncenenncenseesesossacnnrsccneceees 3,630 3,254 1,836 690 1,128 
RTE OCOINIC 2 .5.5..052;.0s0nseenenncesceonnecscecenseeee 445 874 795 966 1,114 
Seoreciation and Depletion .......................csee0 502 525 561 404 459 
Exploration, Development and 
Advances to Long Lac Mineral...............seeeeceses pa | 199 3h3 373 1,008 
eae ccsescssnsasnsseusesectseconeasnancnesdaonens 2,708 (660) 2,803 1,497 L277 
MMMM IGT ECL SUATE .......05.0.00..ccsesencossesncsscovseases 0.36 (0.09) 0.36 0.19 0.16 
2 co crenkalse. covstecussacossassncssdeoeadcovenes — _ ove — - 
ICE STATE, 0......0.5..c0.nceceenseccasssesssscenesese — ~ 0.075 -- 
Fixed Assets 
MTICOLCCIALION) <..5.....c0:ceocencencesteooseossensnsestioes 5,349 5,183 4,955 4,676 7,432 
IE icc cccsescncntevssstesssssencesiooceceorsnssosaes 133693: s' 13,319 15,588 16,957 15,900 
AES xan scseccassecsenssesocsnnsnocnogriiconsnene 12,764 12,103 14,330 15,827 17,103 
0008s. cabo Sicscoescadeancidavondevseossussie 22,290 22,998 24,744 26,108 28,216 


THE LAC GROUP OF COMPANIES 


LITTLE LONG LAC GOLD MINES LIMITED 
39.9% 
LAKE SHORE MINES LIMITED (42.2%) 


WILLROY MINES MALARTIC GOLD FIELDS WRIGHT-HARGREAVES LUNDOR MINES 
LIMITED (64.2%) (QUEBEC) LIMITED (75.1%) MINES LIMITED (43.4%) LIMITED (83.0%) 


38.0% 


EAST MALARTIC MINES 
LIMITED (46.2%) 
Key 


X% — holding company control position 


LIMITED (Y%) — % held within Lac Group 
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LONG LAC MINERAL EXP. LTD 


) Localization Plan. 
Plan de Localisation. 


